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EM Debt: Playing Out, Not Played Out

By Eric Fine, Portfolio Manager

VanEck - Unconstrained Emerging Markets Bond UCITS
USD RT Inc: IEOOBYXQS)74 USD 12 Inc: IEOOBYXQSG44
USD 11 Inc: IEOOBYXQSF37 USD M Inc*: [EOOBYXQSH50

EUR Hedged I1 Inc: [EOOBYXQSD13
EUR Hedged 12 Inc: [EOOBYX22V58

Average Annual Total Returns (%) as of 31 May 2020
1Mot 3Mot 1Yr 3Yr Life

USD R1 Inc (Inception 12/6/14) 998 975 517 117 -2.33
USD 11 Inc (Inception 20/8/13) 10.07 -9.54 -4.27 -0.36 0.69
USD 12 Inc (Inception 20/8/13) 10.08 -9.51 -4.19 -0.19 0.82
USD M Inc* (Inception 18/9/14) 10.05 -9.58 -4.46 -0.43 -1.46
EUR Hedged I1 Inc (Inception 6/10/15)  10.01 -10.56 -7.26 -3.07 0.28
EUR Hedged 12 Inc (Inception 22/08/17) 10.01 -10.57 -7.26 - -3.96
50% GBI-EM/50% EMBI USD' 562 -4.69 129 182 270

* Investment through authorized financial institutions only.
' Periods greater than one year are annualized.

! Life performance for the 50% GBI-EM/50% EMBI - USD benchmark is
presented in U.S. Dollars (USD) as of Class I1 inception date of 20/8/2013

Past performance of the Sub-Fund is no guarantee for future performance.
Any performance presented herein is for illustrative purposes only. Historical
information is not indicative of future results; current data may differ from data
quoted. Performance information does not take into account the commissions
and costs incurred on the issue and redemption of units. Performance
information is presented net of fees, but gross of tax liabilifies. Each index
listed is unmanaged and the returns include the reinvestment of all dividends,
but do not reflect the payment of transaction costs, fees or expenses that are
associated with an investment in any fund. An index’s performance is not
illustrative of a Fund’s performance. You cannot invest in an index.

Fund Review

The VanEck Unconstrained Emerging Markets Bond UCITS
(Class USD 11) gained 10.01% in May compared to a gain of
5.62 % for the 50/50 J.P. Morgan Government Bond Index-
Emerging Markets Global Diversified (GBI-EM) local currency
and the J.P. Morgan Emerging Markets Bond Index (EMBI) hard-

currency index.

Turning to the market’s performance, GBI-EM's biggest winners
were Mexico, South Africa, and Colombia. Its biggest losers
were Dominican Republic, China and Malaysia. The EMBI's
biggest winners were Mexico, Argentina, and Colombia. lts

losers were Sri Lanka, Venezuela, and Morocco.

Market Review

We outperformed our benchmark (50% J.P. Morgan EMBI-EM
GD and 50% J.P. Morgan GBI-EM GD) by 43%bp in May,
with the fund (Class USD 11) up 10.01%. The details of the
performance were very hopeful, in our view. Why hopeful2
Overall, Angola (in USD), Mexico (in local), Argentina (in
USD), Indonesia (in local) and South Africa (in local) were
the big winners for the Fund in May. What is hopeful is

that these performances point to: a) a reversal of the March
liquidity panic; and b) the ongoing importance of country-
specific developments. All of our winners have elements

of both a reversal of panicked selling and country-specific
positives, in varying degrees. Angola’s rally was about prices
driven by panic, combined with a very supportive official
lending community (see our IMF takeaways) towards Angola.
Argentind’s rally was also set up by panic-driven prices
combined with a country that is now clearly negotiating with
creditors, not dictating terms. The rest—Mexico, Indonesia
and South Africa—were largely up because they went down
too much in March, but they also benefited from country-
specific positives (such as high real interest rates) that our
investment process is designed to capture. These contributors
to performance are also hopeful, because the Fund increased
its exposures here in March, so the overall thesis is arguably

stronger now than it was then.

The team remains very bullish (still seeing more to go)
following a “Buy of the Century” opportunity created by
March’s liquidity crisis. As a reminder: the Fund increased its
Mexico (local) and Angola (USD) exposures in March and
reduced its more defensive local currency exposures (such as
the Czech Republic and Thailand). Those were explained in
our previous monthlies. Most generally, the team continues

to think that EM countries have the same basic fundamentals
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that made them perform and attract inflows post-GFC. Lower
leverage and higher real interest rates continue to characterize
EM relative to DM. We believe There's even more stimulus
from the DM countries in response to the current crisis than
there was to the GFC. In contrast to EM, DM have even more
leverage and lower interest rates, forcing them into more fiscal
and monetary experimentation and supply. This money may
flow to EM bonds, in our view, as happened post-GFC. Also, a
lot of the DM stimulus for this current crisis is specifically aimed
at stabilizing EM.

Babies were thrown out with the bathwater, in our view. We see
a great number of EM bonds that were sold at prices reflecting

a liquidity crisis. As that gets addressed, as economies stabilize
and as COVID-19 naturally abates, there is upside in a number of

situations in our opinion.

Rebounding growth data out of China (and much stronger
employment data in the U.S.) point to a sharper economic
recovery than the market had been pricing; combined with
recent EM bond market and our fund performance, this seems
to strengthen a bullish thesis. As the first to suffer from COVID-19
and/or the policy reaction to it, China is obviously key to watch.
In May, China held its National People’s Conference, at which
a growth target was dropped, but a binding employment target
was created (nine million new urban jobs). Fiscal stimulus was
promised, but at approximately 3.5% (currently) is still looking
prudent to us. We believe Total Social Financing is set to grow
“significantly”, giving a green light for more rate cuts. Through
this, China’s latest activity gauges (Purchasing Managers’ Indices
or PMIs) point a recovery that is uneven and faces strong global
headwinds. The official manufacturing PMI stayed in expansion
zone (50.6), but undershot consensus, while the new export
orders PMI was outright contractionary (35.3). At the same time,
the new orders PMI edged higher, the services PMI continued

to improve and the Caixin manufacturing PMI—which has a
larger share of small privately-owned companies—returned to
expansion territory (50.7). So, green shoots are clearly there, but
they may require policy support for quite some time—especially
as the trade deal with the U.S. is once again under threat.

We end May with carry of 8.4%, duration of 5.4 and
approximately 40% in local currencies. (We exclude Argentina

from our carry calculation). Our largest exposures remain
Indonesia (local), Argentina (USD), Mexico (local), Ukraine (USD

and local) and South Africa (local). In May, as in April, our
changes were minor and country-specific, consistent with our
impression that selectivity is driving alpha. March was the month
of bigger portfolio changes, during which we took advantage of

liquidity-crisis selling.

Argentina saw key positive developments during May,
consistent with our positioning. Basically, the market started
seeing a sovereign that was negotiating with creditors, rather
than a sovereign that was presenting “all-or-none” proposals.
In particular, the government made a formal counteroffer to a
key creditor group and extended its deadline for negotiations.
More specific developments include the government's
openness to paying past-due interest, as well as news

reports distancing President Alberto Fernandez from his debt
negotiator, Economy Minister Martin Guzman. The president is
regarded, according to this line, as seeing the economic cost

of a disorderly default as far higher than any savings.

We have communicated on a range of topics recently, so we
don't explore new territory in this current monthly. Below are

convenient links to our recent pieces:

= On why EM debit is currently a “Buy of the Century”:
VanEck Research: Sale of the Century

= On our takeaways from the April IMF meetings:
IMF Spring 2020 Meetings - Dive Survive Revive or

Differentiate

= Our recent Webinar: EM Debt: Back Up the Truck!

= Our recent Bloomberg radio interview: Eric Fine on

Bloomberg Radio- Oil Collapse Benefits Some EM

Countries

Exposure Types and Significant Changes

The changes to our top positions are summarized below. Our
largest positions are currently: Indonesia, Argentina, Mexico,
Ukraine and South Africa. In almost all cases the “increases”

were from price appreciation.

*  We increased our hard currency sovereign and quasi-
sovereign exposure in Argentina. The bulk of the
increase in the Fund'’s exposure, though, was due to

price appreciation, as the government improved its debt
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restructuring offer and extended the deadline to finalize
the negotiation process, which was well received by the
market. We decided to buy a provincial bond because it
looked extremely cheap in our view. All provincial bonds
in Argentina are subject to restructuring (the government’s
order), but the bond in question was trading well below
potential recovery values, which improved its technical

test score.

*  We also increased our local and hard currency quasi-
sovereign exposure in Mexico. We bought one quasi-
sovereign bond because the spread to the sovereign
looked attractive, given the direct support from the
government (which might increase further in the coming
weeks). In terms of our investment process, this improved
the bond’s technical and policy test scores. The change
in our local bond holdings was due solely to price

appreciation.

*  Finally, our hard currency sovereign exposure in Angola
and hard currency corporate exposure in Ghana also

went up—both due entirely to price appreciation.

*  We reduced our hard currency sovereign exposure in
Azerbaijan. The bond’s spread-to-yield ratio was among
the lowest in the portfolio—which means that it is driven
more by global developments rather than by idiosyncratic
factors—and this worsened the technical test score for the
bond. We decided to sell it in order to fund other—more

interesting and attractive—positions.

*  Our local currency exposure in Uruguay and the
Dominican Republic also went down—as a result of price

changes.

= Finally, our hard currency corporate and local currency
exposures in Belarus and Indonesia also declined.
The changes were quite small and were due to price

movements.
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R-Squared is the percentage of a fund’s movements that can be explained by movements in a benchmark index.
DXY is the U.S. Dollar Index that measures the value of the United States Dollar relative to a basket of foreign currencies.

This material is for informational /advertisement purposes only and does not constitute any legal or investment advice. It is

mainly dedicated to professional investors and is not to be regarded as an offer for the purchase and the sale of the fund’s

shares. Investors should consult the prospectus and key investor information before subscribing. The prospectus, the key investor
information documents and the financial reports can be obtained free of charge from vaneck.com and upon request from VanEck
ICAV's registered office and the offices of all local information agents. The documents, except for key investor information, are
only available in English. Past performance of the Sub-Fund is no guarantee for future performance. Please see the reverse side for
important disclaimers.

Emerging Markets Hard Currency Bonds refers to bonds denominated in currencies that are generally widely accepted around the
world (such as the U.S.-dollar, euro or yen). Emerging Markets Local Currency Bonds are bonds denominated in the local currency
of the issuer. Emerging Markets Sovereign Bonds are bonds issued by national governments of emerging countries in order to
finance a country’s growth. Emerging Markets Quasi-Sovereign Bonds are bonds issued by corporations domiciled in emerging
countries that are either 100% government owned or whose debts are 100% government guaranteed. Emerging Markets
Corporate Bonds are bonds issued by non-government owned corporations that are domiciled in emerging countries.

Duration measures a bond’s sensitivity to interest rate changes that reflects the change in a bond's price given a change in yield. This
duration measure is appropriate for bonds with embedded options. Quantitative Easing by a central bank increases the money supply
engaging in open market operations in an effort to promote increased lending and liquidity. Monetary Easing is an economic tool employed
by a central bank to reduce inferest rates and increase money supply in an effort to stimulate economic activity. Correlation is a statistical
measure of how two variables move in relation to one other. Liquidity lllusion refers to the effect that an independent variable might have in
the liquidity of a security as such variable fluctuates overtime. A Holdouts Issue in the fixed income asset class occurs when a bond issuing
country or entity is in default or at the brink of default, and launches an exchange offer in an attempt to restructure its debt held by existing
bond holding investors. Carry is the benefit or cost for owning an asset.

All indices are unmanaged and include the reinvestment of all dividends, but do not reflect the payment of transaction costs,
advisory fees or expenses that are associated with an investment in the Fund. An index’s performance is not illustrative of the
Fund's performance. Indices are not securities in which investments can be made. The Fund’s benchmark index (50% GBI-
EM/50% EMBI) is a blended index consisting of 50% J.P. Morgan Government Bond Index-Emerging Markets (GBI-EM) Global
Diversified (GD) and 50% J.P. Morgan Emerging Markets Bond Index (EMBI) GD. The J.P. Morgan GBI-EM GD tracks local
currency bonds issued by Emerging Markets governments. The index spans over 15 countries. The J.P. Morgan EMBI GD tracks
returns for actively traded external debt instruments in emerging markets, and is also J.P. Morgan’s most liquid U.S. dollar
emerging markets debt benchmark. Information has been obtained from sources believed to be reliable but J.P. Morgan does not
warrant its completeness or accuracy. The Index is used with permission. The Index may not be copied, used or distributed without
J.P. Morgan'’s written approval. Copyright 2020, J.P. Morgan Chase & Co. All rights reserved. The Blended 50/50 Emerging
Markets Debt Index is an appropriate benchmark because it represents the various components of the emerging markets Fixed
income universe.

Please note that the information herein represents the opinion of the portfolio manager and these opinions may change at any
time and from time to time and portfolio managers of other investment strategies may take an opposite opinion than those stated
herein. Not infended to be a forecast of future events, a guarantee of future results or investment advice. Current market conditions
may not continue. Non-VanEck proprietary information contained herein has been obtained from sources believed to be reliable,
but not guaranteed. No part of this material may be reproduced in any form, or referred to in any other publication, without
express written permission of VanEck Securities Corporation

©2020 VanEck
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IMPORTANT INFORMATION - FOR AUTHORIZED USE ONLY

All documents on VanEck ICAV’s sub-funds are for informational/advertisement purposes only and do not constitute any legal or investment
advice. It is mainly dedicated to professional investors and is not to be regarded as an offer for the purchase and the sale of the fund’s shares.
Investors should consult the prospectus and key investor information before subscribing. The prospectus, the key investor information documents
and the financial reports can be obtained free of charge from vaneck.com and upon request from VanEck ICAV’s registered office at 233 Sir
John Rogerson’s Quay, Dublin 2, Ireland and the offices of all local information agents. The documents, except for key investor information, are
only available in English. Please read these documents before investing and take note of the risk factors. Note: No guarantee can be provided
that the Sub-Funds presented will attain their objectives. The value of an investment may decline as well as increase. All persons interested in
investing in one of the Sub-Funds presented are recommended to seek advice from independent legal and tax advisors in order to ascertain
whether the investment is appropriate to their own objectives.

You can lose money by investing in the Sub-Fund. Any investment in the Sub-Fund should be part of an overall investment program, not a complete
program. The Fund is subject to risks associated with its investments in emerging markets debt securities. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks, which may be enhanced in emerging
markets. As the Fund may invest in securities denominated in foreign currencies and some of the income received by the Fund will be in foreign
currencies, changes in currency exchange rates may negatively impact the Fund’s return. Derivatives may involve certain costs and risks such as liquidity,
interest rate, market, credit, management and the risk that a position could not be closed when most advantageous. The Fund may also be subject to
credit risk, interest rate risk, sovereign debt risk, tax risk, hedging risk, non-diversification risk, and risks associated with non-investment grade securities.

For investors in Switzerland: The distribution of Shares of the Fund in Switzerland will be exclusively made to, and directed at, qualified investors
(the “Qualified Investors”), as defined in the Swiss Collective Investment Schemes Act of 23 June 2006, as amended (“CISA”) and its implementing
ordinance. A copy of the lafest prospectus, the Key Investor Information Document, the annual report and semi-annual report, if published thereafter
can be found on our website www.vaneck.com or can be obtained free of charge from the representative in Switzerland: First Independent Fund
Services Ltd, Klausstrasse 33, CH-8008 Zurich, Switzerland. Swiss paying agent: Neue Helvetische Bank AG, Seefeldstrasse 215, CH-8008 Zirich.
Place of performance and jurisdiction is at the registered office of the Representative.

Please see the prospectus and key investor information document for information on these as well as other risk considerations.

o ® 33 Sir John Rogerson’s Quay
‘;amcl{ Dublin 2 | Ireland
vaneck.com | +35 31 485 4989
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